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The  Direct  Tax 

In  1915 
An  Absolute  Necessity 


THE  REASONS  THEREFOR 
Clearly  Set  Forth 
by  the 

Highest  Authorities  in  .the  State 


NO  DIRECT  TAX  19 16 


THE  DIRECT  TAX  IN  1915 


ABSOLUTELY  NECESSARY 

The  three  elective  oflacials  charged  with  the  adminis- 
tration of  the  finances  of  the  State  and  of  New  York 
CSty,  and  tliorouglily  f amiUax  wjth.  them,  are: 

Governor  Whitman, 

State  Comptroller  Travis, 

Comptroller  Prendergast  of  New  York  City. 

Ooventor  WMtman  has  devoted  hims^  assiduously  to 
a  stndy  of  the  snhject  to  ascertain  tlie  amaUest  possible 
amount  of  money  that  will  suffice  to  mn  the  State  govern- 
ment and  clear  up  the  heritage  of  debt  left  by  Ms 

predecessor. 

Comptroller  Travis  as  chief  financial  oflB.cer  of  the  State 
immediately  upon  taking  office  made  a  thorough  investiga- 
tion of  the  State's  financial  condition  and  ascertained 
tbat  there  vra&  not  enongh  money  in  the  State  Treasury 
to  nm  the  State's  business  withont  borrowing  money. 

City  Comptroller  Prendergast,  as  the  chief  financial 
officer  of  the  City  of  New  York,  made  a  special  stndy  of 
the  subject  with  the  assistance  of  a  number  of  experts 
from  his  office,  to  determine  if  it  would  be  possible  to 
avoid  the  levying  of  a  direct  State  tax  and  thereby  relieve 
his  city  of  the  burden  of  a  State  tax  in  addition  to  the 
Tory  heavy  one  it  is  bearing  in  the  form  of  local  taxation. 

The  word  of  eatttL  of  these  men  on  this  subject  is  eati- 
tled  to  the  consideration  and  respect  of  every  taxpayer. 

The  unanimous  opinion  of  these  men  ought  to  settle 
finally  the  QLuestion  of  whether  or  not  a  direct  State  taz 


[2] 


to  raise  $19,500,000  to  carry  on  the  bustness  of  the  State 

is  necessary. 

^  All  of  them  agreed  that  this  tax  was  ABSOLUTELY 
']  NECBSSA&Y. 

^  ££AJ>  WHAT  THEY  SAY: 

^-aOVERNOR  WHITMAN'S  MEMORANDUM 
"5  Executive  Chamber,  Albany,  May  22,  1915. 

<  **I  have  vetoed  items  to  the  total  amount  of  82,565,- 
r^360.43  in  the  Appropriation  and  Ee-Appropriation  BiUs 
(•'submitted  to  me  by  the  Iiegislature.  In  order  to  arrive 
at  a  conclusion  as  to  my  actkm  on  the  tkoiisaads  of  items 
included  in  these  measures,  I  have  held  many  pnbUc  hear- 
ings at  which  department  heads  and  other  officers  of  the 
State,  representatives  of  the  governments  of  the  city  of 
New  York  and  other  cities  of  the  State,  and  of  civic 
bodies,  were  invited  to  attend.  My  action  in  every  in- 
stance has  been  governed  by  the  facts  which  have  been 
laid  before  me  as  to  the  necessity  of  the  appropriations 
sought.  When  I  took  <rffice,  I  found  the  finances  of  the 
State  exhausted  through  fallnre  of  the  pcavioos  admini*' 
tration  to  provide  means  for  the  payment  of  its  old^** 
tions,  and  the  State  departments  hampered  and  em^ 
barrassed  by  the  further  failure  to  make  proper  provision 
for  their  maintenance  and  operation. 

"Either  because  of  ignorance  of  the  actual  situation  or 
deliberate  intent  to  shield  the  previous  administration 
from  critidsm,  the  spoBSWS  of  tluvt  administration  have 
furnished  the  pubUc  press  with  statemeots  ^ch,  were 
it  not  for  the  possible  eifect  on  the  minds  of  the  penoBf 
who  read  them,  might  properly  be  ignored. 
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APPROPRIATIONS  REPRESENT  NECESSITIES 

wish  here  to  set  forth  as  definitely  and  as  concisely 
as  possible  my  answers  to  the  criticisms  that  have  been 
raised.  In  the  first  place,  I  wish  to  assure  the  people  of 
the  State  that  the  appropriations  which  I  have  approved 
rqinresrat  ne^saities  tba/b  are  lustual  and  that  the  total  of 
these  approprfotions,  no  matter  what  the  amount,  gives 
opportunity  only  for  carrying  out  the  functions  of  the 
State  with  decency  and  the  maintenance  and  protection 
of  structures,  canals,  and  highways  against  wasteful 
deterioration. 

**In  addition  to  the  misinformation  as  to  the  appropria- 
tion needs  of  the  government,  there  has  been  an  equally 
vigorous  gampaign  of  misinformation  waged  with  respect 
to  the  source  from  which  these  appropriations  shall  be 
paid.  For  instance,  in  order  to  avoid  provision  for  the 
annual  interest  and  sinking  fund  chai^  of  the  State, 
the  Governor  and  the  Legislature  have  been  asked  to 
violate  the  Constitution  and  the  contractual  relations  with 
persons  who  have  bought  State  bonds. 

**In  place  of  making  proper  provision  for  the  appro- 
priations required  to  continue  canal  construction,  I  liave 
been  urged  to  violate  the  Oonstttution  and  the  finance 
law  of  the  State  by  permitting  the  creation  of  a  debt  for 
this  purpose  dependent  for  its  liciuidation  on  the  out- 
come of  a  referendum  to  be  voted  upon  at  the  next  elec- 
tion, instead  of  complying  with  the  requirements  of  the 
Constitution  and  making  this  a  charge  against  the  general 
fund*  with  the  attendant  necessity  for  providing  for  its 
payment  out  of  goneral  fund  resources.  Irrespective  of 
my  own  Judgment  on  these  suggestions,  each  one  has  been 
submitted  to  the  Attomey-Gteneral,  who  is  my  legal  ad-* 
viser,  and  each  has  been  rejected  by  him  as  UnlawfoL 
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PLAUSIBLE  BUT  FALLACIOUS 
«*Of  aU  the  plans  for  avoiding  the  necessity  for  » 
Mr^  tax.  the  most  plausible  was  presented  to  me  at  a 
^ctSrS^rthe  Acting  Mayor  of  Ne-Jo^- ^^^Y- 
His  suggestions,  presented.  I  am  sure,  in  perfect  sincerity, 

^'"ui)  That  tue  sinking  fund  chaxges  af  $M90.^0^92 
be  levied  directly  upon  the  county  treasurers  by  the 

State  Comptroller  -without  legislative  action;   

(ar^t  the  appropriation  of  $3,654  OOO  foxj^^ 
out  eristing  contracts  for  the  Baxge  Canal  should  be 
financed  with  borrowed  money;  vear 

"(3)  That  the  indirect  revenues  of  the  current 
mil  so  far  increase  in  the  coming  four  months  as  to  off- 
set the  $5,000,000  loss  in  the  last  «*8l»*  ono  in  the 

-  (4)  That  the  Governor  could  cut  out  ^2,500,000  in^ 
Appropriation  Bills  in  addition  to  the  reductions  aJrwidy 

wish  to  point  out  the  fallacies  in  this  program.  The 
first  suWrticmJtoes  not  avoid  any  part  of  the  direct  tax 
™mZly  provides  a  change  in  the  method  of  collectmg 
eff^  upon  the  people  of  the  State  woul^  be 
precisely  the  sa^ne  in  botii  cases.       ^^^^l  Tl^l 
?hat  no  claim  was  made  that  this  pbm  offered  a  means 
of  exempting  the  people  of  the  State  from  paying  aawng 
fund  charges  on  their  bonds.  Its  purpose  was  to  provide 
a^y^  collecting  the  money  in  case  I  should  see  my 
way  dear  to  veto  the  $19,500,000  direct  tax.   But  I  am 
advised  by  the  Attomey-Oeneral  that  there  are  grave 
legal  diffi^ttes  in  the  way  of  adopting  it,  even  though 
the  remaining  $10,000,000  of  the  direct  tax  should  be 
proved  unnecessary. 


[6] 


ANOTHER  OBJECTIONABLE  EXPEDIENT 
* '  The  second  suggestion  is  equally  objectionable.  It  is 
to  the  effect  that  drafts  could  be  made  upon  the  bonds 
of  The  J.  B.  Sbanley  Estate  Company  taken  in  settle- 
ment  with  tbe  soreties  of  The  Shanley-Wtorrissey,  Inc.,  on 
Barge  canal  contracts,  which  have  been  defaulted  by  the 
contractors,  which  was  claimed  upon  the  argument  before 
me  to  aggregate  $1,800,000.  The  answer  to  this  is  that 
the  State  owns  no  such  bonds. 

*'The  Shanley-Morrlssey,  Inc.,  the  defaolting  con- 
tractors, have  been  adjudicated  bankrupt^  and  the  estate 
distributed  in  bankruptcy. 

*  *To  secure  tiie  faithful  performance  of  their  contracts, 
they  gave  surety  company  bonds  to  the  State  aggregating 
not  $1,800,000,  as  contended,  but  $469,716,  which  amount 
is  the  aggregate  security  which  the  State  owns. 

**The  surety  companies  writing  these  bonds  are  either 
in  the  hands  of  receivers  or  have  repudiated  lOieir  lia- 
bility. The  surety  companies^  however,  when  they  exe- 
cuted these  bonds  to  the  State,  took  indemnity  to  protect 
themselves  against  liability,  which  is  now  reduced  to  the 
bonds  of  the  J.  R.  Shanley  Estate  Company  aggregating 
$469,600,  and  it  is  proposed  that  they  turn  over  these 
bonds,  plus  interest  received  thereon  and  dividends  re- 
ceived from  the  Shanley-Morrlssey,  Inc.,  in  bankruptcy, 
aggregating  $40,714.32,  in  full  settlement  of  the  State's 
claim  against  them  by  reason  of  their  suretyship. 

'  'Acts  of  the  LegiiOature  have  been  passed  authorizing 
the  canal  board  to  make  this  settlement,  if  the  board 
deems  it  to  be  for  the  best  interests  of  the  State.  This 
settlement  has  not  yet  been  made,  but  if  it  had  been  and 
the  bonds  and  cash  were  now  the  property  of  the  State, 
they  would  not  be  available  for  the  purpose  of  this  appro- 
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priation  until  an  act  of  the  Legislature  should  be  passed 
and  approved  by  the  Governor  appropriating  the  money 

for  that  purpose. 

"It  was  further  suggested  that  in  default  of  using 
this  money  we  could  mortgage  future  revenues  in  the 
expectation  that  the  people  will  vote  next  FaU  in  favor  of 
the  barge  canal  bond  issue.  This  suggested  procedure,  as 
1  am  informed  by  the  Attorney-General,  is  also  illegal. 

**The  third  point  based  on  the  optimistic  view  that  the 
State  can  make  up  in  four  months  what  its  indirect 
revenues  lost  in  eight  months,  has  no  support  either  on 
the  books  of  the  State  ComptroUer  or  any  reasonable 
fijisuiipAsLi  expectation. 

SPURIOUS  ECONOMY 
*«The  fonzth  point  was  supported  by  concrete  sugges- 
tions of  appropriations  to  be  vetoed.  These  suggestions 
involved  cutting  out  such  provision  for  the  increased 
population  of  the  State  institutions  as  I  have  felt  to  be 
absolutely  necessary  this  year.  The  inevitable  conse- 
quence of  such  spurious  economy  would  be  to  increase  to 
an  inhuman  degree  the  already  serious  condition  of  over- 
crowding in  such  institutions  of  the  State,  and  to  force 
out  on  parole  many  hundreds  of  dangerous  persons  who 
are  not  cured  of  their  Insanity  and  who  should  be  under 
restraint  for  the  protection  of  thems^ves  and  the  com- 
munities in  the  State  to  which  they  are  returned.  I  feel 
sure  that  on  further  consideration  the  Acting  Mayor  of 
New  York  City  would  not  advocate  such  a  policy. 

"I  am  sure  that  the  only  proper  course  is  to  provide 
consistently  and  continually  for  the  increasing  number 
of  such  wards;  and  I  must  therefore  decUne  to  accept 
suggestioiui  lo^dng  toward  the  eliminatioa  of  construction 

[7] 


wMch  wiU  provide  such  necessary  addifeioiial  accommodju 
tions. 

"In  the  same  way,  I  liav»  rejected  the  suggestion  to 
deprive  the  canals  of  adequate  funds  for  maintenance 
and  operation.  The  State  has  an  enormous  investment  in 
these  canals  and  neglect  of  them  would  mean  a  loss 
fflitirely  out  of  proportion  to  the  amount  necessary  to 
keep  them  in  order.  It  should  be  remembered  in  this 
connection  that  the  new  barge  canal,  because  of  its  size 
and  the  complex  mechanism  of  its  operation,  wiU  from  the 
start  be  more  expensive  to  operate  and  mnin^ia^if^  th^T^ 
old  canal  which  it  wiU  ultimately  displace. 

NO  DISCRIMINATION  AGAINST  N.  Y.  CITY 
* 'Practically  all  of  the  criticism  and  misinformation 
and  suggestions  for  illegal  budget  making  and  false 
economy  have  come  from  the  city  of  New  York.  The  sub- 
ject of  the  State  budget  is  of  great  importance  to  the 
city  because  seventy  per  cent,  of  the  direct  tax  necessary 
to  finance  the  State  appropriations  is  raised  within  the 
Greater  City,  and  becomes  an  item  In  the  city's  annual 
budget.  The  citizens  of  New  York  City  should  not  forget 
that,  whatever  the  expenses  of  the  State,  the  largest  items 
are  for  the  maintenance  of  State  institutions,  canals,  the 
department  of  education  and  the  highways. 

"The  inmates  of  State  institutions  almost  to  the  per- 
centage represented  by  the  tax  borne  by  the  city  of  New 
York  are  from  that  city.  The  maintenance  of  the  canal 
is  of  benefit  almost  exclnsiyefy  to  the  cities  of  New  York 
and  Buffalo.  I  think  I  am  safe  in  saying  that  the  propor- 
tton  of  benefit  to  the  city  of  New  York  is  fully  e<iual  to 
the  proportion  of  its  cost  which  the  city  pays. 

*'The  expense  of  the  Department  of  Education  incbides 
a  large  sum  annually  paid  directly  into  the  Treasury  of 
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the  dty  of  New  York.  A  very  large  percentage  of  the 
expense  for  the  normal  schools  is  represented  in  prepara- 
tion of  teachers  who  find  their  service  in  the  New  YoiJc 
City  schools. 

"A  statement  could  be  prolonged  indefinitdy  abowing 
«ie  intimate  relations  of  the  Stato  deportments  to  the 
^tizens  of  the  municipality  of  New  York.  I  feel  that  the 
Citizens  of  my  own  municipaUty  should  clear  their  minds 
Of  the  impression  wMdi  seems  to  prevail  that  their  share 
Of  Stato  expenses  means  a  complete  loss  to  themselves, 
and  realize  that  the  expenditure  of  State  appropriations 
IS  returned  to  them  practically  to  the  eoctent  of  their  share 
m  their  payment. 

1?"^®^.?™^  ^  *^  Constmctlon  Bffl,  and  other 
special  bills  to  meet  the  needs  of  the  Stato  within  the 
current  fiscal  year,  also  the  Appropriation  Bill  to  pro- 

!!?*i®'v!„  ^^^^^  ^^^^  beginning  October  1,  1915. 

and  the  bills  to  provide  the  sinking  fund  charges  for  the 
new  fiscal  year,  which  were  transmitted  to  me  by  the 
Legislature  are  here  grouped  in  accordance  witli  the  prin- 
cipal Stato  actiyiti«^  as  foUows: 


t9J 


Statement  *^A*' 

Construction  1^*1-..-^ 

and  Approprlatiort 

Department        Supply  Bill  Special  Bills  Bill 

—        ^.                            «i««;nn  no  $90,55Q  uu 

Executive                          7k='qks  ti  $465  000  00  1,350,765  00 

Admlnlstpatlve                   If?'?!!  71  582  500  00  1  252  835  00 

Legislative                                   q\  i;808,480  00 

jLidicial                              5ci'ii9  1178  542  37  2,941,376  03 

Regulative                        %%n'\^  II  229  580  00  8  754  490  00 

Educational                        ItHii  fl  693  387  38  1,596  546  80 

Agricultural                    ^'iSill  01  913  793  M  659  410  00 

Defensive                           iw'flfi  59  361  935  18  1,582,100  00 

Penal                                 Jfl'gil  of  1  176  500  00  6  648,505  00 

Curative                           lol'llo  25  890  107  96  3  096  630  DO 

Charitable                          lll'&lg  94  76.477  58  1  063  500  75 

Protective                            of  ss?  06  £381^77^  470,900  00 

Constructive                      o5!'oo2  61  ^'^^  S49  810  00 

General                             oti'ani.  as  35  313  69 

^an'ai'pCnd Ifl'IsIM  aHiiIUi  1.103,83500 

^  s"peciai'"'*T.*'°?. . .  3,654,000  00 

Saratoga  Springs  1^5  027  08 

Reservation     __^!___   '■  

Total   15,592,975  24  *17,247.168  30  *33,269.733  58 

Sinking  Funds  

Grand  Total...... 


Total 

$109,150  00 
2,001,750  71 
2,486,521  71 
1,965,933  03 
4,384,031  00 
9,344,404  68 
3,621,601  35 
1,974,097  89 
2,102,171  77 
8,453,933  09 
4,095,868  21 
1,426,808  27 
6,874,728  07 
1,092,812  61 
334,122  14 
2,052,915  49 

3,654,000  00 

135,027  08 


$56,109,877  12 
9,090,020  92 

$65,199,898  04 


"  The  totals  as  approved  by  me  are  as  follows: 

Statement  «  B 


Construction 

and  Appropriation 

Department  Supply  Bill  Special  Bill*  Bill  Total 

Executive    $18,100  00  $90,550  00  $108,650  00 

Administrative    178,194  77  $465,000  00  1,330,285  00  1,973,479  77 

Legislative    651,186  71  580,000  00  1,127,835  00  2,359,021  71 

Judicial    136,736  50  1,807,280  00  1,944,016  50 

Regulative    192,292  44  1,178,542  37  2,930,876  03  4,301,710  84 

Educational    360,334  68  220,000  00  8,74b>,490  00  9,329,824  68 

Agricultural    1,253,717  17  552,248  00  1,517,596  80  3,323,561  97 

r-    Defensive    364,882  98  913,793  88  659,410  00  1,938,086  86 

M    Penal    141,924  90  173,735  18  1,582,100  00  1,897,760  08 

Curative    625,537  58  1,016,500  00  6,638,505  00  8,280,542  58 

'-'    Charitable    80,197  75  527,357  96  3,088.280  00  3,695,835  71 

Protective    284,357  22  58,056  98  1,063,500  75  1,405,914  95 

Constructive    22,551  06  6,246,777  01  470,535  00  6,739,863  07 

General    233,002  61  730,610  00  963,612  61 

Miscellaneous    243,050  29  30,313  69  273,363  98 

Canal  Fund   471,854  32  383,000  00  1,101,833  00  1,956,689  32 

Canal  Construction 

Special    3,654,000  00  3,654,000  00 

Saratoga  Springs 

Reservation    135,027  08  135,027  08 


Total   $5,257,920  98  |16,134,352  15  $32,888,688  58  $54,280,961  71 

Sinlcing  Funds   9,090,020  92     9,090,020  92 


Grand  Total   163,370,982  63 


"The  re-appropriations  as  submitted  to  me  and  as 
approved  are  shown  in  the  foUotring: 

statement  **C** 
Reappropriatlon  Bills 

As  J 

Departments                  presented  .  approved 

Executive                                            42^91  6^^  4/39162 

Administrative                                 S'lH  M  50,197  04 

Judicial                                                              07  672  553  49 

Regulative                                     If  f^  82 

Educational                                                    ^5  499  658  38 

Agricultural                                      556,6^  35  499  658  38 

Oefe"S've   g  36:859  17 

5;?a^i ve '          : : :  i,o98,364  g  i,o3o,|77  59 

Charitable                                       ^'iilils  48  73i:i5S  16 

SneiSi    . :  ii5;3S4  48  73,402  20 

T^otals  .$5,938,707  03  $5,202,262  01 


*'The  foUowing  is  a  recapitulation  of  the  preceding 
statements,  showing  the  items  in  gross  and  the  total 
amount  of  the  items  vetoed: 

Recapitulation 

As  Submitted      As  Approved    Amount  of 
to  the  Governor    by  the  Governor  vetoes 

*^a"t!o!!'  t^rT':33,269,733  58  32,^,688  58  381,045  00 
Sinl^infl    Funds. ..  9,090,020  92     9,090,020  92   

Total   $65,199,898  04  $63,370,982  63    $1,82^915  41 

"  BilK"'°'!''f!'°"  5,938,707  03  5,202,262  01  736,445  02 
Qrand    Total.... $71.138,605  07  $68,573,244  64    $2.565,360  43 
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MAiaNQ  GOOD  LAST  YEAR'S  SHORTAGES 
*«The  larger  appropiiatioos  of  the  present  year  repre- 
sent not  only  increased  cost  of  government,  doe  to  new 

activities  or  increased  cost  of  existing  activities,  but  also 
grow  out  of  the  failure  of  the  preceding  administration 
to  appropriate  sufficient  funds  to  meet  departmental  neces- 
sities. The  failure  to  grant  these  allowances  relieved  the 
preceding  administration  of  responsibiUty  for  providing 
resonrces  to  meet  thorn  by  the  amount  of  the  cuts  made 
but  increased  the  burden  of  tiie  pnsent  administration  to 
the  extent  that  resources  must  now  be  provided  to  finance 
the  new  appropriations  granted  to  make  up  these 
deficiencies. 

"Some  of  the  larger  items  of  appropriations  for  new 
activities  and  to  meet  defici^cies  are  the  following: 

Permaawit  bettwrments   $4,000,000  00 

Barge  Oanal  construction   3,654,000  00 

Sinking  fund  contributions.  Increase  due  to 

increase  in  outstanding  bonds   1,500,000  00 

Grade  crossing  appropriations  (ignored  for 

several  years)    752,000  00 

Constitutional  Convention   500,000  00 

Support  of  common  sdiools  (mandatory  iu- 

Sease)   316,000  00 

State  Census  466,000  00 

National  Guard,  deficiencies  and  mainte- 
nance items   •  •  •    840,000  00 

Inadequate  appropriation  for  canal  main- 
tenance.. .   726,000  00 

Deficiency  in  allowance  for  State  hospitals . .     341,000  00 
DefidouT.  Workmen's  Condensation  Com- 
mission  425,000  00 

Legislative  printing   300,000  00 
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IMtmnities  for  diseased  animals  (mum 

(daiins  5  years  old)   $432,722  00 

Yorktown  condenmation   80,000  00 


AN  INHERITED  DEFICIENCY 
* 'Every  appropcia«ioii  placed  upon  tbe  books  of  t3ie 
State  should  be  represented  by  actual  or  assnred  reeourees 
to  liquidate  it.  Facts  submitted  to  me  by  the  State  Comp- 
troller of  conditions  existing  as  of  May  15,  1915,  show 
that  there  are  appropriations  on  the  books  of  the  State 
Comptroller's  office  (exclusive  of  those  made  by  the  pres- 
ent Legislature)  which  exceeded  by  $753,760.24  the  actual 
or  anticipated  resources  of  the  State  up  to  Sept«nber  30, 
1915. 

"Tbis  means  titot  witboat  r^axd  to  tbe  appropriations 
of  the  present  Legislature  added  revenues  to  the  amount 
of  $753,760.24  must  be  provided  to  meet  these  obligations 
or  that  existing  appropriations  where  possible  must  be 
vetoed  when  presented  for  re-appropnation. 

VETOES  TO  WIPE  OUT  DEFICIENCY 
'  'I  have  vetoed  items  in  the  re-apiHn>priation  bill  to  the 
amount  of  $736^445.02.  Under  circumstances  ordinaxily 
pirevailing  in  Stote  finance,  these  vetoes  would  release 
moneys  which  could  be  applied  to  the  liquidation  of  new 
appropriations.  In  this  instance  their  effect  is  only  to 
wipe  out  the  amount  of  present  deficiency  between  old 
appropriations  and  resources. 

"As  the  result  of  this  deplorable  condition  of  State 
finance,  it  is  obvious  that  no  provision  for  tiie  Uqvddstimi 
of  the  apinropriation  of  the  present  Legislature  can  be 
made  from  existing  surpluses,  or  from  resources  of  the 
State  up  to  October  1,  1915,  which  are  mortgaged  to  meet 
old  appropriations. 
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**To  carry  on  the  business  of  the  State,  we  must  there- 
fore look  to  the  anticipated  indirect  revomes  of  the  next 
fiscal  year  and  to  the  extent  that  these  anticipated 
indirect  revenues  are  Insufftcient  they  must  be  supple- 
mented  by  direct  revenues  through  the  imposition  of  a 
direct  State  tax. 

"Wlule  the  liabilities  imposed  by  the  appropriations  of 
tiie  present  Legislature  apply  in  part  to  the  present  and 
in  i»rt  to  the  next  fiscal  year,  the  resources  to  meet  them 
must  be  drawn  wholly  from  the  next  fiscal  year.  These 
resources  as  originally  estiniated  by  the  State  Comptroller 
are  as  follows: 

Prom  indirect  taxes  and  miscellaneous 

sources  $40,000,000  00 

Prom  emergency.  Excise  tax   4,ooo,ooo  00 

Prom  direct  tax  *   19,500,000  00 


Total  $63,500,000  00 


*'As  previously  indicated,  the  items  of  the  apiHroprisr 

tions  as  approved  by  me  aggregate  $63,370,982.63. 

*'I  am  informed  that  the  anticipated  resources  from  the 
emergency  "P-g-^it"*  tax  may  not  e4,ual  the  amount  originally 
estimated. 

"At  any  rate,  the  provision  for  the  payments  of  the 
obligations  of  the  State  as  ropresaited  by  the  estimated 
revenues  from  direct  and  Indirect  sources  do  not  assure  a 
surplus  at  the  end  of  the  next  fiscal  year  in  excess  of 
$130,000  even  though  the  indirect  and  miscellaneous 
resources  e<iual  the  estimated  amounts. 

•  *If  the  CSnal  referendum  is  approved  at  the  next  elec- 
tion, the  gmeral  fund  wiU  be  replenished  to  the  amount 
of  tbe  present  appropriation  for  canal  oonstciicUon,  an 
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amount  which  under  the  circumstaucea  may  not  more 
tiutt  meet  deficiencies  in  other  wremiw. 

INFORMATION  FOR  EVERYBODY 
'^I  wish  to  state  generaUy  that  full  information  Is 

obtainable  and  will  be  freely  given  by  the  departments 
under  my  jurisdiction  to  those  who  desire  the  facts  in 
relation  to  any  or  all  of  the  items  in  these  appropriations. 
My  investigation  has  shown  that  similar  information  is 
available  in  the  departments  of  the  elected  officers  of  the 
State,  80  that  ttrae  is  no  reason  for  any  pnscm  making 
a  misstatement  with  regard  to  these  matters  imtoss  the 
dMire  for  so  doing  is  deliberate/* 

COMPTROLLER  TRAVIS'  ANALYSIS 

In  a  statement  of  the  finances  of  New  York  State  pre- 
pared by  the  Hon.  Eugene  M.  Travis^  State  Comptroller, 
May  17,  1915,  tbe  conditions  necessitating  tbe  levying  of 
a  direct  State  tax  were  discussed  as  foUovs: 

''Were  it  not  for  tbe  constamction  -work  and  the  resott- 
Biit  sinking  fund  requirements  —  that  is,  contributions 
rrectuired  for  the  ultimate  purpose  of  extinguishing  the 
debt  created  for  highway,  canal  and  other  construction  or 
Improvement —  a  direct  tax  would  not  be  necessary,  even 
though  the  revenues  have  failed.  And  again  had  the 
last  administoation  made  proper  provision  by  direct  tax 
for  last  year's  sinking  fond  requirements^  this  year's  tax 
would  be  materially  reduced.  The  legtelatore  of  1914 
recognized  the  need  for  a  direct  tnc  and  enacted  the 
necessary  legislation  requiring  the  levy  of  a  direct  tax  of 
$7,551,738.90,  but  this  Governor  Glynn  vetoed,  whereupon 
the  Legislature  appropriated  this  money  from  the  general 
fond.  The  withdrawing  of  this  amomit  has  depleted  the 
gvneral  fmid  of  the  wwking  siopliis  which  has  always 
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been  deemed  necessary  for  the  propw  oondoct  of  Uie 
State's  business. 

''A  correct  analysis  of  the  present  direct  tax  is  as 
follows: 

A  direct  tax  of  1.7  mills  on  valnations  of 
real  and  personal  properly  in  the  State 
of  $11,580,672,572  WiU  amomit  to  $19,687,143  37 


"The  purposes  which  made  this  tax  uec- 
essary  are: 

To  reimburse  the  general 
fund  for  the  amount  with- 
drawn from  the  general 
fond  as  a  stnlring  fund  con- 
tribution during  the  year 
1914-1915  $7,551,738  90 

To  contribute  to  the  sinking 
funds  the  amount  required 
for  the  year  1915-1916          9,090,020  92 

To  make  in  part  the  advances 
to  the  oanal  fund  for  com- 
pleting the  construction  of 

the  Barge  canal   3,045,383  65 

 $19,687,143  37 


**Prom  the  above,  it  is  apparent  that  were  it  not  for  the 
sinking  funds  and  the  Barge  Canal  work,  no  direct  tax 
would  be  needed  by  the  State  government.  The  State  is 
now  called  upon  to  discharge  the  obligations  which  were 
placed  upon  it  when  the  affirmative  vote  of  New  York 
City  decreed  that  the  Barge  anal  and  hig^waya  shonld 
be  comrtructed  and  the  Palisades  and  tbe  country  many 
mUes  to  the  north  tamed  into  a  playground  for  the 
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metropolis.    The  attitude  of  New  York  city  M  repre. 
^iTbv  its  vote  upon  these  propositions  ahould 

Tthis  time  When  criticism  is  ma4e  from 
ST^eettoT^f  the  action  of  the  present  State  govern- 
n?pnt  ttte awaent  that  tHe Greater  City  has  considered 
C  canals  a^n«aekt  from  the  fact  that  when  he 
r9  000  000%ef?rendum  was  up  in  ^pr^^ng^^^^ 
if  was  New  York  city's  majority  of  115,343  wnicn 
Sried  this  p«pos«lon.  In  1903,  on  the  $101,000  000 
SSe  C»"S  retL,.inr^,  the  up-State  majority  agaliu*  It 
^133,758  While  Greater  New  York  gave  a  mjorrty 
of  Sf»,OTl  for  it,  tlwieby  carrymg  it.  O^J'''?^^'^*'' 
Park  oropoaWon,  •bonding  the  State  for  I52,o00,ooo, 

York  city  gave  a  majority  of  164,»7»  lor  it. 
7eferendum'for  $19,800,000  for  Barge  Cama  tenn^^; 

up-State  voted  against  it  by  a  ^aj°^^*y  ihrflJ 
New  York's  majority  in  favor  of  it  was  88,327.  Thus,  it 
^Z^^^  none  of  these  debts  would  have  ^en 
toS^  «cepfc  l»y  the  action  of  New  York  city  New 
Y^^a^^ed  large  majorities  for  the  two  highway 
wTssSes-- 159,693  for  the  first  and  76,254  for  the 
second.  IS  it  consistent  or  fair  to  complain  now? 

COMPTROLLER     PRENDERGAST'S  CON. 

CLUSIONS 

In  a  public  statement  in  the  New  York  Times  of  April 
25  1915  comptroller  Prendergast  of  New  York  city  made 
!n  eSaustive^nalysis  of  the  State's  financial  con^^^^^ 
and  pointed  out  why  the  State  must  raise  over  $19,000,000 

direct  tax.  ,         -  i^^^. 

The  following  excerpts  set  forth  his  cef clu^<»f ' 
-It  is  my  intention  to  tell  here  exactly  why  the  State 
of  New  York  needs  $19,000.0C0.  I  shall  do  so,  using  the 
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best  information  obtainable  from  repeated  and  careful 
searches  of  the  State  record,  and  shall  endeavor,  in  aH 
cases  where  I  lay  the  responsibility  on  individnals  for  this 
enormous  State  deficit,  to  explain  my  reasons  for  doing  so. 

*  'My  interest  in  the  direct  tax  is  primarily  as  the  finan- 
cial oflicer  of  the  city  of  New  York.  I  sent  represent- 
atives to  Albany  early  in  March  —  immediately  aft^ 
Governor  Whitman  sent  his  message  to  the  Legislature, 
asking  for  a  direct  tax — with  the  intention  of  satisfying 
myself  as  to  the  need  for  this  tax. 

**The  interest  of  the  city  of  New  York  was  clear.  We 
pay  a  very  large  proportion  —  72  per  cent. —  of  direct 
taxes  paid  by  the  State,  and  it  was  my  duty  to  scrutinize 
every  factor  which  entered  into  that  direct  tax  with  just 
the  same  care  that  I  aim  to  exercise  in  exunining  the 
items  in  the  budget  of  the  city  of  New  York.  In  the  case 
of  the  State  tax  my  hope  was,  as  an  adviser  with  the  State 
authorities,  to  relieve  the  city  from  financial  burden. 

"The  authority  which  is  vested  in  me  as  a  member  of 
the  Board  of  Estimate  in  making  city  budgets  was,  of 
course,  lacking,  but  nevertheless  I  desired  to  establish  in 
my  own  mind  what  the  requirements  were,  and  then  to 
work  with  Governor  Whitman  and  the  leaders  of  the 
Legislature  in  relieving  the  city  from  impo^tion,  If  it 
seemed  to  be  impending. 

"Mayor  Mitchel  and  Mr.  McAneny,  President  of  the 
Board  of  Aldermen,  have  at  various  times  and  in  sundry 
manners  commented  upon  the  State  appropriations.  When 
I  sent  my  representative  to  Albany  early  in  March,  I  may 
say  that  my  information  about  the  proposed  State  tax  was 
precisely  what  they  had  and  what  they  have  dnco  made 
public.  It  came  from  tJie  same  source. 

"As  the  exhaustive  analysis  of  my  examiners  pro- 
gressed I  became  more  and  more  convinced  that  there 
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were  many  cases  of  incomplete  provision  for  the  recog- 
nized expenses  of  the  State  this  year.  Where  the  respon- 
sibility for  this  state  of  affairs  rests  I  hope  to  show 
helow. 

*  *If  I  may  put  it  in  a  phrase,  the  State  at  least  is  enter- 
ing upon  a  *  pay-as-you-go  policy.'  It  is  the  intention 
of  Governor  Whitman  and  the  Legislature  to  make  the 

expenditures  of  a  given  year  payable  from  the  revenues 
of  a  given  year.  It  has  been  the  policy,  of  the  State, 
carried  to  a  fantastic  extreme  under  Mr.  Glynn,  to  shove 
into  the  future  the  payments  of  obligations  currently 
incnired.  Under  any  sane  policy  of  finance  provision 
^uld  he  made  now  for  obligations  incurred  now.  If,  in 
my  private  affairs,  I  run  up  a  hill,  in  »11  honesty,  I  must 
provide  for  the  payment  of  the  hilL 

**Now,  let  me  explain  how  the  present  figure  for  the 
direct  tax  is  arrived  at.  Under  the  reformed  policy  of 
State  finance  all  reasonable  expectations  of  outgo  must 
he  balanced  by  income.  The  grand  total  of  appropriation 
"bills  covering  every  factor  of  expense  to  October  1,  1916, 
as  nearly  as  conscientious  estimates  can  forecast  them,  is 
$63,546,546.61,  This  laat  figure  correctiy  reflects  the 
appropriation  bills  as  they  stand  to-night,  April  23,  1915. 

"The  revenues  of  the  State  include  established  indirect 
revenues  of  $40,000,000;  revenues  from  the  new  indirect 
taxes  of  $4,000,000.  The  deficit  is,  in  round  figures 
f 19,500,000,  and  if  this  figure  were  fixed  as  the  amount, 
the' direct  tax  would  not  provide  a  dollar  in  case  any  one 
of  the  Indirect  Items  failed  to  produce  the  anticipated 
revenue,  nor  would  it  aUow  anything  for  a  woridng  cash 
balance  above  obUgations  at  the  beginning  of  the  fiscal 
year  1916-17." 
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NO  DIRECT  TAX  IN  1916 

rPhc  Kepabllcan  Administration  in  1916  has  so  devoted 
itseli  to  the  correction  of  faults  in  management  and  to 
preventing  waste  that  no  direct  tax  will  be  necessary  this 
year. 

■ 

THE  1915  DIRECT  TAX  FORESEEN  BY 

GLYNN  IN  1914 

**By  careful  planning  and  by  the  exercise  of  my  veto 
power  I  have  reduced  the  State's  appropriations  to  its 
actual  revenues.  For  one  year,  at  least,  I  have  made  it 
possible  to  suspend  the  imposition  of  a  direct  tax, 
althoiigll  this  is  MEBELT  A  TBMPOBASY  SUSPEN- 
SION* Hereafter  tbe  State  must  make  up  itt  mind  TO 
PAT  for  the  great  improvements  it  has  underfealnn  BT 
DIRECT  TAX/* 

The  foregoing  statement  was  given  out  "by  Governor 
Glynn,  April  27,  1914,  and  was  published  in  every  daily 
WWB^pet  in  the  State.  Iiook  up  your  files. 
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A  WORD  ON  THE  NATIONAL 

SITUATION 


SAVED  BY  WAR 

Th«  most  careful  surveys  showed  that  where  there  was 
one  m^n  uneniployed  in  1913-14  there  were  two  unem- 
Skfyed  during  the  winter  of  1914-15.  Without  exaggera- 
tion, it  is  conceded  by  those  familiar  with  conditions  that 
one  out  of  every  five  bread  winners  was  unemployed.  This 
nnempioyment  was  concentrated  in  cities  primarily,  but  the 
small  towns  and  villages  also  felt  the  shock  and  found  It 
necessary  to  orqanlze  relief  measures. 

An  Official  canvass  In  Philadelphia  showed  200,000  men 
imel?.pl"id  the  house-to-house  canvass  the  Metj^pol.- 
tan  Insurance  Co.,  of  its  policyholders  in  Nev»  York,  ttirlfty 
people  ordinarily,  gave  the  basis  for  an  estlnriate  of  357,000 
men  and  women  out  of  work  in  the  entire  city.    The  labor 

rrlantzati^ns  in  New  York  City  f t''"^*^^n*^^hir'?«.;^?« 
were  either  out  of  work  or  on  part  time.  In  Chicago  in 
jknSary  the  municipal  markets  commission  estimated 
IWJKe  out  of  work.  A  Cleveland  survey  in  December 
s^Wed  61,000  unemployed.  The  city  chanties  1"  Ph'jf: 
deiphia  estimated  that  Philadelphia's  unemployed  numbered 
175,000. 

UNEMPLOYMENT 

It  was  only  the  outbreak  of  the  European  War  that  saved 
this  country  from  the  continuation  of  such  conditions  and 
the  multiplied  evils  of  a  protracted  depression.  The  need  or 
supplying'^great  armies  In  the  field  prevented  foreign  coun- 
tries >rom  taking  advantage  of  the  low  rate  of  the  demo- 
cratic tariff  and^left  our  home  markets  'a/Sely  to  our  ovj^^ 
people.  Purchasers  in  this  country  of  war  munitions 
and  supplies,  reaching  perhaps  the  enormous  sum  of 
$3,000,000,000,  called  the  unemployed  l?ack  Into  the  mills 
andfactories,  and  saved  us  temporarily  from  the  worst 
effects  of  the  Wilson -Underwood  law. 

The  American  people  do  not  want  to  base  P;;?5,P?r'^ 
on  the  misfortunes  of  others.  They  want  sane  legislation, 
nSt  a  European  conflagration  as  the  basis  of  their  employ- 
ment and  prosperity.   And  it  is  time  now  to  plan  for  such 
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ipnifiiation.    The  war  cannot  last  forever.    At  its  close  the 
Lfi  an*  men  who  have  carried  the  war  banners  on  hard 
fought  b?tMds  w?II  again  take  up  the  pursuits  peace 
Ti;o  aim  of  the  European  countries  will  be  to  make  gooas 
7or  the  world's  markets  instead  of  making  war  upon  each 

s5re  to'"i'eirfore%Tmi?k2ts  such  as  they  have  never  known 

"^e'"eT*ng"°i  a"f<>ol'5"Si«  If  think  that  ther, 
S^'lSi  j:;;°5,irb'.  "utJe^Vl^wSliil't.  ."./.".Sard  our  vorK. 

prosperitys 
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